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LETTER  FROM  THE  CHAIRMAN 


To  the  Stockholders: 

This,  the  twenty-eighth  annual  report  of  your  Company,  covers  the  operating  results  for  the 
fiscal  year  ended  January  31,  1957  (hereinafter  referred  to  as  the  year  1956)  and  the  financial 
condition  of  the  Company  at  the  close  of  that  year. 

The  report  includes  financial  statements,  certified  by  the  Company’s  public  accountants,  for : 

(1)  Allied  Stores  Corporation  and  subsidiaries  consolidated  (hereinafter  called  the 
Company)  which  excludes  Alstores  Realty  Corporation,  a  wholly-owned  subsidiary, 
except  as  an  investment  on  the  Company’s  balance  sheet;  and 

(2)  Alstores  Realty  Corporation  and  subsidiaries  (hereinafter  called  Alstores).  The 
operations  of  this  non-consolidated  subsidiary  are  discussed  in  a  separate  section 
of  this  report. 

Six  complete  department  stores,  including  four  major  branch  stores,  were  opened  during 
1956.  The  first  was  opened  in  Miami  in  February,  and  the  remaining  five  were  opened  in  Sep¬ 
tember  and  October  in  Sarasota  and  in  shopping  centers  in  Houston,  Cincinnati,  Minneapolis, 
and  Hicksville,  Long  Island.  These  six  stores  have  a  combined  floor  area  of  1,130,000  square  feet. 
It  is  estimated  that  said  stores  will  have  a  combined  sales  volume  of  $50,000,000  in  their  first  full 
year  of  operation.  The  acceptance  of  these  stores  by  their  respective  communities  has  been  grati¬ 
fying.  Each  of  the  six  stores  opened  in  1956  produced  a  profit  for  the  balance  of  the  year. 

Sales  for  the  year,  $615,772,758,  were  the  highest  in  the  history  of  the  Company,  and  were 
$33,871,935,  or  5.8%  greater  than  for  the  previous  year.  The  sales  increase  is  accounted  for 
entirely  by  stores  opened  or  acquired  during  the  two  year  period.  Sales  of  stores  owned  at  all  times 
during  the  two  years  were  slightly  less  (.6%)  in  1956  than  in  1955.  The  sales  decrease  occurred 
in  the  last  five  months  of  the  year  and  was  largely  due  to  the  opening  in  September  and  October, 
1956,  of  the  aforesaid  five  new  branch  stores,  each  of  which,  because  of  a  more  convenient  location, 
obtained  some  of  the  patronage  of  customers  of  the  main  store. 

Consolidated  net  earnings  for  the  year  were  $14,262,557,  an  increase  of  $290,454  as  com¬ 
pared  to  the  preceding  year.  Pre-opening  expenses  charged  to  1956  operations  for  the  six  new 
stores  opened  during  the  year  were  approximately  one  and  one-half  million  dollars.  Earnings  for 
the  year  were  equivalent  to  $5.05  per  share  of  Common  Stock,  based  on  the  daily  average  number 
of  shares  of  such  stock  outstanding  during  the  year  and  also  based  on  the  number  of  shares 
outstanding  at  the  close  of  the  year.  For  1955,  earnings  were  equal  to  $5.09  per  share  of  Common 
Stock,  based  on  the  daily  average  number  of  shares  of  such  stock  outstanding  during  the  year, 
or  $4.96  per  share,  based  on  the  number  of  shares  outstanding  at  the  close  of  the  year. 

Working  capital  at  the  close  of  the  year,  $148,778,678,  was  $678,983  less  than  at  the  begin¬ 
ning  of  the  year.  The  ratio  of  current  assets  to  current  liabilities  was  3.5  to  1,  the  same  as  at  the 
close  of  the  previous  year. 

There  were  no  short-term  bank  loans  at  the  beginning  or  the  end  of  the  year.  The  Company 
is  continuing  its  practice  of  financing  a  part  of  its  customers’  instalment  accounts  (and  in  1956 
a  part  of  its  customers’  revolving  credit  accounts)  by  the  sale,  without  recourse,  of  such  accounts 
to  banks. 
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The  Company,  in  November,  1956,  sold  $15,000,000  principal  amount  of  its  4 ^4%  Sinking 
Fund  Debentures  to  a  group  of  underwriters.  The  net  proceeds  were  in  the  first  instance  added 
to  the  general  funds  of  the  Company  for  general  corporate  purposes.  It  is  expected  that  the 
principal  use  of  such  funds  will  be  to  finance  the  Company’s  rapidly  increasing  revolving  accounts 
receivable,  which  is  discussed  in  a  later  section  of  this  report. 

Merchandise  inventories  were  $94,743,644  at  the  close  of  the  year,  an  increase  of  $6,550,823 
over  the  prior  year.  Inventories  at  the  six  new  stores  opened  during  the  year  accounted  for  all  of 
the  increase.  Earnings  for  1956  were  decreased  $910,671  by  the  application  of  the  last-in,  first-out 
(Lifo)  principle  of  inventory  valuation,  as  compared  to  an  increase  in  earnings  of  $16,577  by 
the  application  of  this  principle  in  1955.  Inventories  at  the  close  of  the  year  were  valued 
$6,444,170  less  than  they  would  have  been  had  the  Lifo  principle  of  inventory  valuation  not 
been  used.  Inventories  and  merchandise  purchase  commitments  at  the  close  of  the  year  are  believed 
to  bear  a  reasonable  relationship  to  current  and  prospective  sales. 

Investments  in  and  advances  to  Alstores  Realty  Corporation  at  the  close  of  the  year, 
$9,719,107,  were  $7,425,508  greater  than  at  the  beginning  of  the  year.  This  increase  results 
primarily  from  advances  for  construction  work  on  two  shopping  centers  which,  upon  completion, 
will  be  permanently  financed  by  Alstores.  It  is  believed  that  such  financing  will  reimburse  Alstores 
for  all  future  expenditures  in  addition  to  a  part  of  the  expenditures  heretofore  made.  Net  earnings 
of  Alstores  for  the  year  were  $374,051  as  compared  to  $265,642  for  1955.  As  the  earnings  of  this 
subsidiary  are  not  consolidated  with  the  Company,  and  no  dividends  were  received  from  it,  no 
part  of  these  earnings  is  included  in  the  reported  earnings  of  the  Company. 

Property  and  equipment  expenditures  in  1956  amounted  to  $16,249,975,  of  which  $12,226,- 
213  was  expended  for  fixtures  and  equipment.  Of  this  latter  amount,  fixturing  costs  for  the  six 
new  stores  opened  in  1956  aggregated  $7,700,000. 

Regular  quarterly  dividends  of  $1.00  per  share  on  the  Preferred  Stock  and  $.75  per  share  on 
the  Common  stock  of  the  Company  were  paid  throughout  the  year.  These  dividends  totaled 
$8,878,330  and  represented  62%  of  the  consolidated  net  earnings  of  the  Company.  The  remaining 
$5,384,227  (38%)  was  retained  for  Company  use.  Equity  per  share  of  Common  Stock  increased 
from  $54.70  at  the  beginning  of  the  year  to  $56.72  at  its  close. 

It  would  appear  at  this  time  that  a  high  level  of  business  activity,  particularly  in  the  field  of 
consumer  goods,  should  carry  through  1957.  Consumer  income  is  currently  at  its  highest  level 
in  history.  Population  growth  continues  at  a  rapid  rate.  On  the  other  hand,  taxes  remain  high 
and  wage  rates  and  other  costs  of  doing  business  are  still  rising. 

It  is  with  a  great  sense  of  loss  that  we  record  the  death  in  January,  1957,  of  Mr.  Raymond 
C.  Kramer.  Mr.  Kramer  had  been  associated  with  the  Company  as  a  director  and  a  member  of 
the  Advisory  Committee  since  1933,  and  served  the  Company  ably  until  his  death. 

On  behalf  of  the  Board  of  Directors,  I  wish  to  express  my  sincere  appreciation  and  thanks 
for  the  support  of  the  stockholders,  for  the  cooperation  of  the  thousands  of  merchandise  suppliers 
who  produce  the  merchandise  sold  in  our  stores,  for  the  patronage  of  our  millions  of  customers, 
and  for  the  loyal  efforts  of  the  thirty-one  thousand  co-workers  in  the  Company. 

Respectfully  submitted, 


Chairman  of  the  Board 


April  30,  1957 
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THE  STORY  IN  BRIEF 


sales 


earnings 


taxes 


depreciation 


wages 


disposition  of 
after-tax  earnings 


working  assets 


capital  stocks 


number  of  stores 


Fiscal  Years  Ended  January  31 


1957 

1956 

Net  sales . 

$615,772,758 

$581,900,823 

Sales  %  increase  —  company  .  .  . 

Sales  %  increase  (decrease) 

5.8% 

7.0% 

—  comparable  stores . 

(•6%) 

5.1% 

Before  federal  income  taxes  .  .  . 

$  28,462,557 

$  29,172,103 

After  federal  income  taxes  .... 
Earnings  per  share: 

14,262,557 

13,972,103 

Based  on  average  number  of  shares 
outstanding  during  year  .  .  . 

Based  on  number  of  shares  out- 

$5.05 

$5.09 

standing  at  close  of  year  .  .  . 

5.05 

4.96 

Taxes  —  federal, 

state  and  local . 

$  25,022,652 

$  25,347,942 

Taxes  per  share . 

$9.54 

$9.95 

Depreciation . 

$  5,507,079 

$  4,883,045 

Wages  and  salaries . 

$103,832,000 

$  96,231,000 

Average  number  of  employees  .  . 

31,000 

29,600 

Dividends  paid 

—  Total . 

$  8,878,330 

$  8,664,380 

—  4%  Preferred . 

1,017,028 

1,015,628 

—  Common . 

7,861,302 

7,648,752 

—  Common  per  share . 

$3.00 

$3.00 

Retained  earnings . 

$  5,384,227 

$  5,307,723 

Working  capital . 

$148,778,678 

$149,457,661 

Current  asset  ratio . 

3.5  to  1 

3.5  to  1 

Merchandise  on  order . 

$  23,200,000 

$  24,400,000 

Inventories . 

94,743,644 

88,192,821 

Lifo  reduction . 

6,444,170 

5,533,499 

Preferred  Stock  outstanding  .  .  . 

248,057  shares 

256,857  shares 

Common  Stock  outstanding  .  .  . 

2,622,509  shares 

2,612,009  shares 

Common  Stock  equity . 

$148,756,574 

$142,888,675 

Common  Stock  equity  per  share  .  . 

$56.72 

$54.70 

Department  stores . 

36 

34 

Major  branch  stores . 

12 

8 

Junior  department  stores  .... 

34 

34 

Specialty  stores . 

2 

2 
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SALES  (in  millions  of  dollars) 

1937-1956 
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SALES  and  EARNINGS 


Sales  for  1956,  $615,772,758,  were  the  highest  in  the  history  of  the  Company,  and  were 
$33,871,935,  or  5.8%  greater  than  for  the  preceding  year.  Stores  which  were  opened  or  acquired 
during  the  past  two  years  accounted  for  all  of  this  increase.  If  sales  of  stores  not  owned  at  all  times 
during  both  years  are  excluded,  there  was  a  small  decrease  of  .6%  in  1956  as  compared  to  1955, 
all  of  which  occurred  in  the  last  five  months  of  the  year  and  was  largely  due  to  the  opening  in 
September  and  October,  1956,  of  five  new  branch  stores,  each  of  which,  because  of  a  more 
convenient  location,  obtained  some  of  the  patronage  of  customers  of  the  main  store. 

A  chart  on  page  6  shows  sales  for  each  of  the  past  twenty  years.  During  this  period  sales 
have  increased  473%,  from  $107,556,000  in  1937  to  $615,773,000  in  1956.  In  each  of  the  last 
seven  years,  sales  have  attained  new  peak  levels. 

Sales,  as  compared  with  the  four  years  immediately  preceding,  were: 


1956  . 

....  $615,772,758 

%  Increase 

5.8 

1955  . 

....  581,900,823 

7.0 

1954  . 

....  543,984,209 

5.5 

1953  . 

....  515,829,695 

2.8 

1952  . 

....  501,840,647 

The  Company’s  sales  in  1956  consisted  of  owned  department  sales,  94.4%,  and  leased 
department  sales  —  sales  made  by  outside  firms  or  individuals  operating  departments  in  the 
Company’s  stores  on  a  rental  or  license  basis  —  5.6%. 

Based  upon  methods  of  payment  by  customers,  45%  of  1956  sales  were  made  for  cash; 
35%  by  thirty-day  charge  accounts;  10%  by  deferred  payment  accounts;  and  10%  by  revolving 
credit  accounts. 

The  greater  part  —  75%  —  of  the  Company’s  business  relates  to  the  sale  of  women’s,  men’s 
and  children’s  clothing  and  accessories,  toiletries,  notions,  piece  goods,  toys,  and  various  services. 
Of  the  balance,  about  18%  relates  to  the  sale  of  furniture,  floor  coverings,  draperies,  china  ware 
and  glassware,  housewares,  and  small  electrical  appliances;  and  7%  relates  to  the  sale  of  major 
appliances,  radios  and  television  sets. 

earnings  and  earning  trends 

Consolidated  net  earnings  for  1956  totaled  $14,262,557  and  were  $290,454  greater  than 
for  1955.  Earnings  for  1956  were  equal  to  $5.05  per  share  of  Common  Stock  outstanding  at  the 
end  of  the  year.  For  1955,  earnings  were  equal  to  $5.09  per  share  of  Common  Stock,  based  on 
the  daily  average  number  of  shares  of  such  stock  outstanding  during  the  year,  or  $4.96  per  share, 
based  on  the  number  of  shares  of  such  stock  outstanding  at  the  end  of  the  year. 

The  following  tabulation  shows  earnings  before  federal  income  taxes  by  quarterly  periods 
and  for  the  year  for  each  of  the  past  five  years.  Provision  for  federal  income  taxes  and  consolidated 
net  earnings  for  said  years  are  also  shown: 


1952 

1953 

1954 

1955 

1956 

First  quarter  .... 

$  2,575,262 

$  2,988,113 

$  2,741,008 

$  3,103,666 

$  3,114,371 

Second  quarter  .  .  . 

2,277,183 

2,721,446 

2,691,241 

3,375,874 

2,743,577 

Third  quarter  .  .  . 

6,757,687 

5,921,851 

6,429,382 

7,023,718 

6,281,197 

Fourth  quarter  .  .  . 

13,727,230 

12,628,056 

15,469,216 

15,668,845 

16,323,412 

Total  year  .... 

25,337,362 

24,259,466 

27,330,847 

29,172,103 

28,462,557 

Federal  income  taxes  . 

13,200,000 

12,450,000 

14,100,000 

15,200,000 

14,200,000 

Consolidated  net 

earnings  .... 

$12,137,362 

$11,809,466 

$13,230,847 

$13,972,103 

$14,262,557 
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The  last  three  months  of  the  year  1956  were  the  most  profitable  quarterly  period  in  the 
Company’s  history. 

The  chart  below  shows  earnings  before  federal  income  taxes  for  each  of  the  past  twenty 
years,  and  the  division  of  said  earnings  into  federal  income  taxes  and  consolidated  net  earnings 
remaining  after  such  taxes. 

Certain  other  comparative  statistics  for  each  of  the  past  five  years  follow : 

%  of  Sales  Per  Share  of  Common  Stock 


Gross  Margin 

Operating  Expense 

Earnings 

Dividends 

Equity 

1956  .  .  . 

33.8% 

29.0% 

$5.05 

$3.00 

$56.72 

1955  .  .  . 

.  33.9 

28.7 

5.09 

3.00 

54.70 

1954  .  .  . 

33.8 

28.5 

5.50 

3.00 

52.84 

1953  .  .  . 

33.4 

28.4 

4.92 

3.00 

50.42 

1952  .  .  . 

.  33.2 

28.0 

5.06 

3.00 

48.48 

Gross  margin  percentage  on  merchandise  sold  during  the  year  was  33.8%  as  compared  to 
33.9%  in  the  previous  year.  Gross  margin  for  1956  was  decreased  $910,671  by  the  application 
of  the  last-in,  first-out  (Lifo)  principle  of  inventory  valuation,  as  compared  to  an  increase  of 
$16,577  in  1955.  Without  this  Lifo  adjustment,  gross  margin  percentage  for  1956  would  have 
been  34.0%,  an  increase  of  one-tenth  percentage  point  over  1955. 

Operating  expense  percentage  for  1956,  29.0%,  compares  with  28.7%  for  1955.  This  entire 
increase  is  accounted  for  by  higher  wage  costs.  Wage  rates  continue  upward. 

A  chart  on  page  10  shows  Common  Stock  Equity  —  total  assets  minus  all  liabilities  and 
Preferred  Stock  —  in  total  dollars  and  in  terms  of  book  value  per  share  of  Common  Stock  out¬ 
standing  at  the  close  of  each  year  during  the  past  twenty  years.  During  this  period,  Common 
Stock  Equity  has  increased  from  $13,684,000  in  1937  to  $148,757,000  in  1956  and  the  book 
value  per  share  of  Common  Stock  has  increased  from  $7.57  per  share  in  1937  to  $56.72  in  1956. 


Federal  Income  Taxes 


EARNINGS  AND  FEDERAL  TAXES 
ON  EARNINGS  (in  millions  of  dollars) 
1937-1956 


Earnings  after  Taxes 


WORKING  CAPITAL 


Cash  at  the  close  of  the  year  of  $21,810,805 
compares  with  $15,304,995  at  the  year’s  be¬ 
ginning.  There  were  no  short-term  bank  loans 
at  either  date.  The  year-end  ratio  of  current 
assets,  $208,137,147,  to  current  liabilities, 
$59,358,469,  was  3.5  to  1,  the  same  ratio  as 
at  the  end  of  the  previous  year. 

A  five-year  comparison  of  year-end  working 
capital  (current  assets  less  current  liabilities) 
and  its  percentage  relationship  to  annual  sales 


follows : 

Net  current  assets 

%  of  sales 

1956 

.  .  .  $148,778,678 

24.2 

1955 

.  .  .  149,457,661 

25.7 

1954 

.  .  .  130,594,865 

24.0 

1953 

.  .  .  122,969,731 

23.8 

1952 

.  .  .  122,393,230 

24.4 

As  indicated  above,  working  capital  de¬ 
creased  $678,983  during  the  year  1956.  The 
important  elements  entering  into  this  decrease 
were  net  purchases  of  property  and  equip¬ 
ment,  $10,742,896;  advances  to  Alstores, 
$7,425,508;  repayments  of  long-term  debt, 
$2,450,000;  and  repurchases  of  Preferred 
Stock,  $801,628.  These  are  offset  by  retained 
earnings  for  1956,  $5,384,227;  net  proceeds 
of  public  sale  of  the  Company’s  4^4%  Sinking 
Fund  Debentures,  $14,720,155;  proceeds  of 
sale  of  10,500  shares  of  Common  Stock  to 
executives  pursuant  to  exercise  of  their  options, 
$405,300;  and  net  liquidation  of  miscellaneous 
assets,  $231,367. 

customers’  accounts  receivable 

The  Company’s  net  investment  in  cus¬ 
tomers’  accounts  receivable  at  the  close  of  the 
year  was  $78,548,943,  a  decrease  of  $17,006,- 
006  from  the  $95,554,949  at  the  beginning  of 
the  year. 


Approximately  fifty-five  percent  of  the 
Company’s  sales  to  customers  are  made  on 
credit.  All  of  the  Company’s  stores  extend 
credit  privileges  to  customers  on  merchandise 
sales.  The  various  forms  of  credit  arrange¬ 
ments  with  customers  are :  the  regular  charge 
account  under  which  the  customer  is  billed 
once  each  month  for  purchases  made  during 
the  previous  thirty-day  period  and  payment 
thereof  is  due  upon  presentation  of  the  bill; 
the  deferred  payment  or  instalment  account 
customarily  used  in  the  sale  of  furniture,  ap¬ 
pliances,  radios,  television  sets,  etc.,  and 
which  is  secured  by  retention  of  title  or  by 
title  liens  with  payment  extended  over  a 
period  of  months;  and  the  revolving  credit 
account  which  is  based  upon  an  agreement 
with  the  customer  for  a  stated  amount  of 
credit,  subject  to  fixed  monthly  or  weekly  pay¬ 
ments  by  the  customer.  Under  the  latter  type 
of  account,  as  payments  are  made,  customers 
may  make  additional  purchases  within  their 
established  credit  limits.  Both  instalment  ac¬ 
counts  and  revolving  credit  accounts  require 
the  payment  of  a  service  charge  by  the  cus¬ 
tomer  to  compensate  the  store  for  the  cost  of 
accounting  and  collecting,  for  credit  losses,  and 
to  provide  a  reasonable  interest  return  on 
capital  used  for  this  purpose. 

Customers’  regular  charge  accounts  at  the 
close  of  the  year,  $50,252,639,  were  $78,970 
less  than  at  the  beginning  of  the  year. 

Instalment  (secured)  accounts,  $9,518,292, 
were  $9,263,348  less  than  at  the  beginning  of 
the  year,  partly  as  the  result  of  the  sale  to  banks 
of  additional  accounts  during  the  year  ($32,- 
437,696  were  owned  by  banks  at  the  close  of 
the  year  1956  as  compared  to  $28,407,155  at 
the  close  of  the  previous  year),  and  partly 
because  collections  on  such  accounts  exceeded 
new  sales  to  customers  during  the  year. 
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Revolving  credit  accounts,  $19,312,249, 
were  $9,873,434  less  than  at  the  beginning  of 
the  year  as  the  result  of  the  sale  to  banks  of 
such  accounts  during  the  year  ( accounts  owned 
by  banks  at  the  close  of  the  year  1956  amounted 
to  $16,181,839  as  compared  to  no  sales  to 


COMMON  STOCK  EQUITY  AND 
BOOK  VALUE  PER  SHARE  1937-1956 


banks  at  the  close  of  the  previous  year) .  While 
both  regular  charge  sales  and  instalment  sales, 
in  terms  of  their  percentages  to  total  Company 
sales,  decreased  in  1956,  revolving  credit  sales 
continued  to  increase.  Revolving  credit  sales 
and  accounts  receivable  applicable  to  such 
sales  at  the  end  of  the  year  during  the  past  six 


years  have  been  as  follows: 

Revolving  Percent 

credit  of  total 

Year  sales  sales 

Accounts 
receivable 
end  of  year 

1951 

$  5,991,300 

1.3% 

$  3,293,400 

1952 

10,704,000 

2.1 

5,737,800 

1953 

16,565,500 

3.2 

9,435,900 

1954 

28,166,100 

5.2 

15,938,900 

1955 

48,542,600 

8.3 

29,185,700 

1956 

61,727,200 

10.0 

35,494,100* 

^Before  sale  of  $16,181,839  of  such  accounts  to  banks. 

The  trend  in  customer  use  of  this  type  of  credit 
will  probably  continue  to  increase,  although 
at  a  less  rapid  pace.  While  in  previous  years 
not  all  of  the  Company’s  stores  offered  this 
type  of  credit,  in  1956  all  stores  extended 
credit  to  customers  on  this  basis. 

The  availability  and  general  use  of  cus¬ 
tomer  credit  has  enhanced  materially  the  gen¬ 
eral  economy  of  this  country  during  the  twelve 
years  since  World  War  II  ended.  Markets 
have  been  expanded  greatly,  and  mass  pro¬ 
duction  methods  have  been  developed  in  nu¬ 
merous  industries  as  a  result  of  the  extension 
of  consumer  credit.  The  Company  has  always 
promoted  aggressively  the  use  of  consumer 
credit  in  all  its  stores.  Losses  on  collection  of 
accounts  receivable  have  been  small.  For  the 
past  ten  years  net  losses  have  equalled  four 
tenths  of  one  percent  of  credit  sales. 

Substantial  amounts  of  capital  are  required 
to  finance  accounts  receivable.  In  effect,  the 
financing  of  instalment  and  revolving  credit 
accounts  is  a  banking  rather  than  a  merchan¬ 
dising  function.  The  Company  has  during  the 
past  six  years  sold  a  part  of  its  instalment  ac¬ 
counts  to  banks  on  a  non-recourse  basis,  with 
a  percentage  of  the  proceeds  of  such  sales  re- 


10 


tained  by  the  banks  as  reserves  pending  final 
collection. 

Prior  to  1956,  the  Company  did  not  sell  any 
of  its  revolving  credit  accounts.  The  large 
increase  in  such  accounts  in  1 955  was  financed 
by  applying  temporarily  the  proceeds  of  the 
sale  of  300,000  shares  of  the  Company’s  com¬ 
mon  stock  to  such  purpose  pending  permanent 
investment  of  the  proceeds  in  new  stores 
planned  —  the  purpose  for  which  the  common 
stock  was  sold.  At  the  close  of  the  year,  the 
Company’s  sales  of  revolving  credit  accounts 
to  banks,  on  a  non-recourse  basis,  amounted 
to  $16,181,839.  The  proceeds  had  been  ap¬ 
plied  primarily  to  the  fixturing  and  merchan¬ 
dising  of  the  six  new  stores  opened  during 
the  year. 

In  November,  1956,  the  Company  sold 
$15,000,000  principal  amount  of  its  4  34% 
Sinking  Fund  Debentures  to  a  group  of  under¬ 
writers.  While  the  net  proceeds  were  in  the 
first  instance  added  to  the  general  funds  of 
the  Company,  it  is  expected  that  the  principal 
use  of  such  funds  over  the  next  few  years  will 
be  to  finance  the  Company’s  rapidly  increas¬ 
ing  revolving  credit  account  business.  It  is  also 
expected  that  the  Company  will  continue  to 
avail  itself  of  revolving  credit  account  financ¬ 
ing  by  sale  of  such  accounts  to  banks  from 
time  to  time  in  the  future. 

At  the  close  of  the  year,  the  Company’s 
equity  pending  final  collection  was  $3,892,523 
for  instalment  accounts  and  $1,941,821  for 
revolving  credit  accounts. 

As  in  previous  years,  amounts  provided  for 
losses  on  collection  of  customers  accounts  re¬ 
ceivable  were  determined  by  the  application 
of  a  formula  to  an  age  analysis  of  the  indi¬ 
vidual  accounts.  Allowances  determined  in 
this  manner  in  past  years  have  been  more 
than  adequate  to  provide  for  actual  losses. 
Allowances  for  deferred  carrying  charges  are 
included  with  allowances  for  losses  on  collec¬ 
tion,  as  such  carrying  charges  are  subject  to 
cancellation  in  the  event  of  prepayments  by 
the  customers. 


inventories 

Merchandise  inventories  at  the  year-end, 
$94,743,644,  were  $6,550,823  greater  than 
at  the  beginning  of  the  year.  Inventories  at 
the  six  new  stores  opened  during  1956  ac¬ 
counted  for  all  of  the  increase. 

Merchandise  inventories  generally  were 
valued  net  of  all  discounts.  Inventories  in  the 
stores  were  valued  at  the  lower  of  cost  or  mar¬ 
ket,  as  reflected  by  the  retail  inventory  method, 
and,  as  has  been  the  case  since  January  31, 
1942,  by  applying  the  “last-in,  first-out”  or 
Lifo  principle  to  certain  inventories.  As  a  re¬ 
sult  of  the  application  of  this  principle,  the 
Company  valued  part  of  its  investment  in  in¬ 
ventories  at  price  levels  prevailing  at  January 
31,  1941  and  other  parts  at  price  levels  pre¬ 
vailing  at  the  close  of  subsequent  years.  The 
cumulative  effect  at  the  beginning  of  the  year 
had  been  a  reduction  of  $5,533,499  in  the 
carrying  value  of  inventories  below  current 
replacement  costs.  Application  of  this  Lifo 
principle  during  the  year  resulted  in  a  further 
decrease  of  $910,671  in  such  carrying  value  of 
inventories  and  a  corresponding  decrease  in 
the  Company’s  earnings  before  federal  in¬ 
come  taxes.  Therefore,  inventories  at  the  close 
of  the  year  were  valued  $6,444,170  less  than 
they  would  have  been  had  the  Lifo  principle 
of  valuation  not  been  used. 

Based  upon  published  indices  of  the  Bu¬ 
reau  of  Labor  Statistics,  price  levels  at  the 
close  of  the  year  were  generally  slightly  higher 
than  at  the  beginning  of  the  year.  Both  inven¬ 
tories  and  outstanding  orders  at  the  close  of 
the  year  are  believed  to  bear  a  satisfactory  re¬ 
lationship  to  current  and  prospective  sales 
volumes. 
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ALSTORES  REALTY  CORPORATION 


history  and  purpose 

Alstores  Realty  Corporation  is  a  wholly- 
owned  real  estate  subsidiary  which  was  organ¬ 
ized  for  the  purpose  of  enabling  the  Company 
to  purchase,  and  finance  on  long-term  bases, 
real  estate  occupied  by  the  Company’s  stores 
in  preference  to  leasing  such  real  estate  from 
outside  landlords.  Since  it  has  been  possible 
to  finance  a  very  substantial  part  of  the  pur¬ 
chase  price  of  real  estate  through  institutional 
borrowings  at  favorable  interest  rates,  Alstores 
has  enabled  the  Company  to  conform  with  its 
long  established  policy  of  keeping  its  stock¬ 
holders’  funds  invested  primarily  in  merchan¬ 
dising  activities.  The  Company  is  not  directly 
obligated  on  any  of  the  long-term  debt  of 
Alstores.  Because  Alstores  differs  from  other 
subsidiaries  of  the  Company  in  purpose,  meth¬ 
ods  of  operation,  policies  and  financial  struc¬ 
ture,  the  financial  statements  of  Alstores  are 
not  consolidated  with  the  Company.  Such 
consolidation  would  be  confusing  and  might 
be  misleading.  Separate  financial  statements 
for  Alstores  and  its  subsidiaries  are  included 
on  pages  30  and  31  of  this  report. 

Since  its  organization  in  1947,  Alstores  has 
acquired  or  constructed  27  store  premises  (in¬ 
cluding  9  of  the  fifteen  largest  stores  of  the 
Company),  substantial  parts  of  4  additional 
store  premises,  23  warehouse  properties,  10 
parking  garages  or  parking  premises,  3  shop¬ 
ping  centers,  and  4  future  store  locations.  Sub¬ 
stantially  all  of  the  store,  warehouse  and  park¬ 
ing  properties  owned  by  Alstores  are  leased  to, 
and  occupied  by,  the  Company  or  its  store 
subsidiaries  under  long-term  leases  which  are 
guaranteed  as  to  performance  by  Allied  Stores 
Corporation,  as  is  frequently  the  case  with 
respect  to  leases  with  outside  landlords. 
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Leases  from  Alstores,  as  the  landlord,  are, 
in  several  respects,  more  favorable  to  the  Com¬ 
pany  than  leases  from  outside  landlords.  As  a 
rule,  the  rental  cost  is  lower  since  rentals  are 
based  upon  the  favorable  interest  rates  ob¬ 
tained  by  Alstores  in  its  financing  of  the  prop¬ 
erties  and  since  Alstores  does  not  endeavor  to 
obtain  a  substantial  profit.  Other  advantages 
to  the  Company  are  better  cooperation  of  the 
landlord  and  greater  flexibility  of  operations. 
In  addition,  there  has  been,  and  probably  will 
continue  to  be,  material  appreciation  in  the 
market  values,  as  compared  to  depreciated 
book  values,  of  the  real  estate  holdings. 

The  amounts  of  property  and  equipment 
and  long-term  debt  of  Alstores  since  its  in¬ 
corporation  have  been  as  follows: 


Property 


January  31 

and  Equipment 

Long-Term  Debt 

1948  . 

.  $  3,256,195 

$  2,500,000 

1949  . 

.  12,825,859 

10,552,700 

1950  . 

.  35,679,431 

30,435,551 

1951  . 

.  46,689,581 

39,703,508 

1952  . 

.  69,279,221 

59,572,563 

1953  . 

.  78,008,378 

71,605,799 

1954  . 

.  80,897,104 

71,320,096 

1955  . 

.  88,704,610 

81,652,455 

1956  . 

.  95,670,911 

91,591,915 

1957  . 

.  105,156,975 

92,330,905 

Generally,  the  financing  of  Alstores’  proper¬ 
ties  has  been  made  on  the  basis  of  complete 
repayments  of  indebtedness  in  from  25  to  35 
years.  After  Alstores  has  liquidated  this  debt 
from  rental  payments  received  from  the  stores, 
substantial  rent  reductions  to  the  stores  will  be 
possible. 


1956  transactions 

Total  expenditures  for  property  and  equip¬ 
ment  during  1956  amounted  to  $11,714,713, 
which  included  the  purchase  price  from  out¬ 
side  interests  of  the  land  and  building  located 
on  an  important  corner  of  the  Jordan  Marsh 
premises  in  Boston;  construction  costs  for  a 
third  section  of  the  five  section  rebuilding  pro¬ 
gram  of  said  Jordan  Marsh  main  store;  com¬ 
pletion  costs  of  modernization  and  expansion 
of  the  Seattle,  Great  Falls,  Ogden  and  Tampa- 
Gandy  stores;  and  construction  costs  to  the 
close  of  the  year  of  two  regional  shopping  cen¬ 
ters  —  one  in  Paramus,  New  Jersey,  in  which 
a  major  Stern  Brothers  store  will  be  located 
and  the  other  north  of  Boston  in  which  a 
major  Jordan  Marsh  branch  store  will  be  lo¬ 
cated.  In  addition,  said  expenditures  include 
the  construction  cost  of  a  new  warehouse  in 
Columbus,  Ohio,  and  the  purchase  price  of 
certain  real  estate  in  Seattle,  Boston,  Sarasota 
and  Akron.  Reference  is  made  to  the  section 
“Property  and  Equipment”  for  comments  re¬ 
garding  the  1957  program. 

balance  sheet 

As  shown  on  the  balance  sheet  of  Alstores 
on  page  30  of  this  report,  net  property  and 
equipment  at  the  close  of  the  year,  $105,156,- 
975,  was  $9,486,064  greater  than  at  the  be¬ 
ginning  of  the  year,  composed  of  the  property 
additions  described  in  the  previous  paragraph, 
$11,714,713,  less  provision  for  depreciation 
for  the  year  of  $2,228,649. 

Long-term  debt  increased  from  $91,591,- 
915  at  the  beginning  of  the  year  to  $92,- 
330,905  at  the  close  of  the  year.  Additions  to 
funded  debt  during  the  year  amounted  to 
$3,698,250.  Amortization  payments  of  $1,- 


817,188  and  three  prepayments  totaling  $1,- 
142,072  were  made  during  the  year.  Reference 
is  made  to  the  balance  sheet  of  Alstores  on 
page  30  of  this  report  and  notes  pertaining 
thereto  for  information  regarding  the  long¬ 
term  debt  and  sinking  fund  requirements 
thereon  for  the  next  five  years.  The  effective 
average  interest  rate  on  Alstores’  long-term  debt 
at  the  close  of  the  year  was  3.9%. 

At  the  close  of  the  year,  Alstores  was  in¬ 
debted  to  Allied  Stores  Corporation  on  an 
open  account  basis,  with  interest  at  the  rate 
of  5%  per  annum,  in  the  amount  of  $8,477,- 
185,  an  increase  of  $7,406,765  over  the  pre¬ 
vious  year.  This  increase  represented  primarily 
advances  for  construction  work  on  the  two 
shopping  centers  (Paramus,  New  Jersey  and 
Peabody,  Massachusetts)  which,  upon  com¬ 
pletion,  will  be  permanently  financed  by  Al¬ 
stores  through  institutional  mortgages.  It  is 
believed  that  such  financing  will  reimburse 
Alstores  for  all  future  expenditures  in  addition 
to  a  part  of  the  expenditures  heretofore  made. 

operations 

Rental  income,  which  represents  the  sole 
source  of  Alstores’  earnings,  increased  $720,- 
119  over  the  previous  year  and  totaled  $7,- 
431,928.  Of  this  amount,  $6,203,977  was 
received  from  the  Company  and  $1,227,951 
from  outside  interests,  principally  tenants  of 
the  Northgate  Shopping  Center  in  Seattle. 

After  a  provision  of  $320,000  for  federal 
income  taxes,  net  earnings  for  the  year  were 
$374,051.  As  the  operations  of  Alstores  are 
not  consolidated  with  the  Company,  and  as 
no  dividends  were  paid  by  Alstores,  no  part  of 
these  earnings  is  included  in  the  Statement  of 
Earnings  of  the  Company. 
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PROPERTY  and  EQUIPMENT 


Property  and  equipment  additions  during 
the  year  amounted  to  $16,249,975,  consisting 
of  land,  $57,717;  buildings  and  equipment  on 
owned  or  leased  property,  $2,765,537;  store 
fixtures  and  equipment,  $12,226,213;  and  im¬ 
provements  in  progress,  $1,200,508. 

Six  major  new  stores  were  opened  by  the 
Company  in  1956.  A  large,  ultra-modern 
Jordan  Marsh  store  was  opened  in  February 
in  Miami,  Florida.  The  remaining  five  stores 
were  opened  in  September  and  October  — 
a  large,  dominant  Gertz  store  in  the  Hicks- 
ville,  Long  Island  shopping  center;  a  major 
Joske  store  in  the  Gulfgate-Houston  shopping 
center;  an  impressive  Donaldson  store  in  the 
Southdale-Minneapolis  shopping  center;  a 
complete  Rollman  store  in  the  Swifton-Cincin- 
nati  shopping  center;  and  a  beautiful  branch 
store  for  Maas  Brothers  in  Sarasota,  Florida. 
All  of  the  aforesaid  stores  have  been  well  re¬ 
ceived  and  patronized  by  their  respective  com¬ 
munities,  and  have  exceeded  preliminary  ex¬ 
pectations.  The  Southdale  and  Sarasota  store 
premises  are  owned  by  the  Company.  The 
other  four  stores  are  owned  by  outside  interests 
and  are  leased  to  the  Company  on  a  percentage 
of  sales  rental  basis  and,  in  certain  instances, 
a  minimum  annual  rent. 

Building  and  equipment  additions  include 


the  construction  of  a  large  warehouse  in 
Houston,  Texas;  the  construction  of  the 
new  Maas  Brothers  branch  store  in  Sara¬ 
sota,  Florida;  a  part  of  the  cost  of  moderniz¬ 
ing  and  enlarging  the  James  Black  store  in 
Waterloo,  Iowa;  and  the  installation  of  esca¬ 
lators  in  the  Anderson-Boise,  Idaho  store. 

Fixturing  costs  in  connection  with  the  open¬ 
ing  of  the  aforesaid  six  new  stores  amounted  to 
$7,700,000.  In  addition,  fixturing  programs 
were  completed  in  the  expansion  of  the  Bon 
Marche  store  in  Seattle;  the  Field  store  in 
Jackson,  Michigan;  the  Kennington  store  in 
Jackson,  Mississippi;  and  the  Black  store  in 
Waterloo,  Iowa. 

Improvements  in  course  of  construction  at 
the  close  of  the  year  include  the  Donaldson- 
Southdale  shopping  center  store  in  Minneapo¬ 
lis  which  was  sold  to  Alstores  in  February, 
1957,  and  expenditures  to  date  for  the  various 
other  improvements  and  additions  set  forth 
under  the  caption  “Expansion  Program” 
below. 

expansion  program 

The  Company  completed  a  major  part  of  its 
expansion  program  in  1956.  The  remainder  of 
the  program  scheduled  for  completion  in  1957 
and  1958  consists  of: 
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1957 

1.  The  opening  of  an  80,000  square  foot 
shopping  center  branch  store  for  Joske’s 
in  San  Antonio,  erected  by  an  outside  land¬ 
lord  and  opened  for  business  in  April,  1957, 
and  the  opening  of  a  65,000  square  foot 
Bon  Marche  store  in  Bellingham,  Washing¬ 
ton,  in  a  previously  erected  building,  sched¬ 
uled  for  May,  1957. 

2.  The  construction  of  a  third  section  of  the 
five  section  rebuilding  program  of  the  Jor¬ 
dan  Marsh  main  store  in  Boston,  scheduled 
for  completion  in  October,  1957. 

3.  The  construction  of  a  new  store  building 
for  Cain-Sloan  in  Nashville,  containing 
350,000  square  feet  of  floor  space,  sched¬ 
uled  for  opening  in  October,  1957. 

4.  The  construction  of  a  new  106,000  square 
foot  addition  to  the  Bon  Marche-Palace 
store  in  Spokane,  scheduled  for  opening 
in  October,  1957. 

5.  The  construction  of  a  195,000  square  foot 
addition  to  the  Gertz  warehouse,  now  near¬ 
ing  completion. 

6.  The  construction,  by  a  subsidiary  of  Al- 
stores,  of  a  new  110  acre  shopping  center 
in  Paramus,  New  Jersey,  which  will  serve 
the  populous  north  New  Jersey  area  and 
include  a  315,000  square  foot  store  of 


Stern  Brothers,  New  York.  The  initial 
construction,  which  will  contain  approxi¬ 
mately  1 ,000,000  square  feet  of  floor  space, 
is  scheduled  for  opening  in  late  1957. 

1958 

The  construction,  by  another  subsidiary  of 
Alstores,  of  a  94  acre  shopping  center  in  Pea¬ 
body,  north  of  Boston,  which  will  include  a 
250,000  square  foot  branch  store  of  Jordan 
Marsh.  The  initial  construction  will  contain 
approximately  800,000  square  feet  of  floor 
space  and  is  scheduled  to  open  in  October, 
1958. 

rentals 

Practically  all  of  the  department  store 
premises  used  by  the  Company’s  stores  are 
occupied  under  long-term  leases,  either  from 
Alstores  or  from  outside  landlords.  Rentals  for 
1956  totaled  $14,096,336  (2.29%  of  sales), 
of  which  $6,203,977  was  paid  to  Alstores.  Of 
the  remaining  $7,892,359  in  rentals  paid  to 
outside  landlords,  $5,040,468  represented 
fixed  minimum  rentals  and  $2,851,891  rep¬ 
resented  bonus  rentals  based  on  sales  in  excess 
of  stated  minimums. 
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CAPITAL  STRUCTURE 


The  Company’s  capital  structure  at  Janu¬ 
ary  31,  1957  consisted  of: 


Amount 

Percent 
of  total 

Long-term  Debt  . 

$  50,300,000 

22.5% 

Cumulative  Pre¬ 
ferred  Stock  . 

24,805,700 

11.1 

Common  Stock 
Equity  .  .  . 

148,756,574 

66.4 

Total  .... 

$223,862,274 

100.0% 

Pertinent  facts  relating  to  each  of  the  above 
items  are  set  forth  below.  A  chart  on  page  20 
shows  the  changes  which  have  taken  place  in 
the  Company’s  capital  structure  during  the 
past  twenty  years.  In  1937,  long-term  debt 
provided  35%  of  the  Company’s  capital  struc¬ 
ture,  Preferred  Stock  41%,  and  Common 
Stock  Equity  24%.  In  1956,  long-term  debt 
provided  23%  of  the  Company’s  capital  struc¬ 
ture,  Preferred  Stock  11%,  and  Common 
Stock  Equity  66%. 

long-term  debt 

The  Company  had  outstanding  at  the  be¬ 
ginning  of  the  year  $19,000,000  principal 
amount  of  its  3J4%  promissory  notes  due 
1967  and  $12,750,000  principal  amount  of 
its  3/2%  promissory  notes  due  1971.  Both 
note  issues  are  held  jointly  by  two  insurance 
companies  and  have  similar  provisions,  except 
as  to  final  maturity  dates.  In  addition,  there 
was  outstanding  a  $6,000,000  note  payable 
of  the  Company  held  by  a  bank,  payable  in 
six  equal  annual  installments.  The  required 
annual  amortization  payments  of  $1,450,000 
on  the  promissory  notes  and  $1,000,000  on 
the  note  payable  were  made  during  the  year, 
thereby  reducing  the  unpaid  balances  at  the 
close  of  the  year  to  $18,000,000  for  the  3/j% 
promissory  notes,  $12,300,000  for  the  3/2% 


promissory  notes  and  $5,000,000  for  the  note  * 

payable. 

In  November,  1956,  the  Company  sold 
$15,000,000  principal  amount  of  its  4^4% 

Sinking  Fund  Debentures,  due  November  1, 

1976,  to  a  group  of  underwriters  for  cash.  The 
net  proceeds  of  the  sale  of  these  Debentures 
was  added  to  the  general  funds  of  the  Com¬ 
pany  for  general  corporate  purposes,  but  it  is 
expected  that  the  principal  use  will  be  to 
finance  the  Company’s  growing  investment  in 
customers’  revolving  accounts  receivable. 

Annual  amortization  payments  required  for 
all  the  aforesaid  long-term  debt  will  amount 
to  $2,450,000  for  each  of  the  years  1958-9; 
and  in  the  succeeding  ten  years  will  range 
from  a  low  of  $1,650,000  to  a  high  of  $3,600,- 
000.  Final  maturities  of  the  promissory  notes 
are  $5,500,000  in  1967  and  $3,300,000  in 
1971,  and  of  the  Debentures  $3,750,000  in 
1976. 

cumulative  preferred  stock 

The  Company’s  charter  (as  amended  in 
1953)  authorized  the  issuance  of  400,000 
shares  of  $100  par  value  Cumulative  Preferred 
Stock  which  have  equal  voting  rights  on  a 
share-for-share  basis  with  the  Company’s 
Common  Stock.  In  1956,  there  were  retired  to 
meet  sinking  fund  requirements  6,146  shares 
of  Preferred  Stock  which,  together  with  17,- 
865  shares  so  retired  in  previous  years,  has  i 

reduced  the  authorization  to  375,989  shares. 

Of  this  present  authorization,  248,057  shares 
were  outstanding  and  2,676  shares  were  held 
in  the  treasury  at  the  close  of  the  year,  leaving 
125,256  shares  authorized  but  unissued. 

Under  the  Company’s  charter,  Cumulative 
Preferred  Stock  may  be  issued  in  one  or  more 
series.  There  may  be  variations  between  series 
as  to  many  of  the  terms  thereof,  as  determined 
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by  the  Board  of  Directors  of  the  Company. 
To  date,  two  series  have  been  created  and  is¬ 
sued,  one  in  1945,  known  as  the  “4%  Series,” 
which  is  listed  on  the  New  York  Stock  Ex¬ 
change,  and  the  other  in  1951,  known  as  the 
“4%  Second  Series,”  which  is  privately  held. 
Each  of  these  series  is  discussed  briefly  in  the 
following  paragraphs. 

4%  series 

Of  the  257,258  shares  of  this  series  issued 
since  1945,  45,401  shares  had  been  repur¬ 
chased  (of  which  45,379  shares  had  been  re¬ 
tired  to  meet  sinking  fund  requirements)  so 
that  211,857  shares  were  outstanding  at  the 
beginning  of  the  year,  and  22  shares  were  held 
in  the  treasury. 

The  sinking  fund  requirement  for  this  stock 
is  2%  of  the  greatest  number  of  shares  ever 
issued,  which  for  1956  was  5,146  shares.  Re¬ 
purchases  by  the  Company  during  1956  to¬ 
taled  7,800  shares  which,  together  with  the 
22  shares  in  the  treasury  at  the  beginning  of 
the  year,  were  available  for  this  purpose.  In 
December,  1956,  5,146  shares  were  cancelled 
to  meet  this  sinking  fund  requirement  leaving 
204,057  shares  outstanding  and  2,676  shares 
in  the  treasury  at  the  close  of  the  year. 

4%  second  series 

The  Company  sold  50,000  shares  of  this 
series  to  an  insurance  company  in  1951.  Its 
terms  and  provisions  are  identical  to  the  origi¬ 
nal  4%  Series,  except  that  the  annual  sinking 
fund  requirement  for  the  five  years  1971-1975 
becomes  12%  instead  of  2%.  In  each  of  the 
past  six  years,  1 ,000  shares  of  this  series  have 
been  repurchased  and  cancelled  to  meet  the 
sinking  fund  requirement  so  that  44,000  shares 
were  outstanding  at  the  close  of  the  year. 

dividend  record 

Throughout  the  past  22  years,  the  Com¬ 
pany  has  paid  when  due  regular  quarterly 
dividends  on  its  Preferred  Stock  and  has  met 


all  its  sinking  fund  requirements  on  such  stock 
in  accordance  with  schedule.  Earnings  for 
the  year  1956  were  equivalent  to  $57.50  per 
share  (14.4  times  dividend  requirement)  on 
the  Cumulative  Preferred  Stock  outstanding 
at  the  close  of  the  year. 

common  stock 

The  Company’s  charter  authorizes  the  issu¬ 
ance  of  4,000,000  shares  of  Common  Stock 
without  par  value.  Under  this  authorization, 
2,612,009  shares  were  outstanding  at  the  be¬ 
ginning  of  the  year. 

In  1951,  the  stockholders  approved  a  Stock 
Option  Plan  which  provided  for  the  granting, 
from  time  to  time,  of  options  by  the  Board  of 
Directors  for  not  exceeding  150,000  shares  of 
authorized  but  unissued  Common  Stock  to 
executives  and  key  employees  of  the  Company 
at  95%  of  the  market  price  at  the  time  the 
option  was  granted.  Options  were  granted  in 
1951  to  eighteen  individuals  for  a  total  of 

89.500  shares  at  a  price  of  $38.60  per  share 
and  in  1954  to  eight  individuals  for  a  total  of 

1 1.500  shares  at  a  price  of  $45.84  per  share. 
During  1956,  four  individuals  exercised  their 
options  to  the  extent  of  10,500  shares,  for 
which  the  Company  received  $405,300  in 
cash.  At  the  close  of  the  year,  unexercised  op¬ 
tions  for  44,375  shares  were  held  by  sixteen 
individuals.  No  options  have  yet  been  granted 
for  the  remaining  49,000  shares. 

The  authorized  Common  Stock  that  has 
not  been  issued  or  set  aside  for  sale  under  the 
Stock  Option  Plan  (1,284,116  shares  at  the 
close  of  the  year)  may  be  issued  at  any  time 
at  the  discretion  of  the  Board  of  Directors  of 
the  Company.  There  are  no  plans  at  present 
to  issue  any  of  these  shares. 


17 


SIX  STORES  COMPLETED  IN  19  56 


JORDAN  MARSH- MIAMI 

Opened  in  February,  1956, 

Jordan  Marsh  Miami 
is  Allied's  first  store 
on  the  East  Coast  of  Florida. 


JOSKE’S-GULFGATE 

Joske's,  opened  in  September,  1956, 
is  the  dominant  department 
store  in  Gulfgate,  the 
new  shopping  center  of 
fabulous  Houston,  Texas. 


mm 


GERTZ 

The  third  store  of  Gertz. 
Long  Island’s  leading  department 
store,  is  the  dominant 
store  in  Mid  Island  Plaza  Shopping  Center, 
Hicksville,  located  in  one 
of  the  fastest  growing  sections  of  the  country. 

Opened  in  October,  1956. 


I 


DONALDSON’S 

Donaldson's  branch  in 
the  Southdale  Shopping  Center, 
Minneapolis,  Minnesota, 
opened  in  October,  1956. 


ROLLMAIS’S 

Rollman’s  branch  in 
the  Swifton  Shopping  Center, 
Cincinnati,  Ohio,  opened 
in  October,  1956. 


i 


! 


MAAS 

The  new  Sarasota,  Florida,  branch 
of  Maas  Brothers,  opened 
in  September,  1956. 
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Long-Term  Debt 
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PERTINENT  FACTS  ABOUT  ALLIED 


scope 

Allied  Stores  Corporation  is  both  an  oper¬ 
ating  company  and  a  holding  company.  It 
operates  directly  11  department  stores  and 
smaller  stores  classified  as  junior  department 
stores.  It  owns  the  capital  stocks  of  various 
subsidiaries  which  operate  71  such  stores  and 
2  specialty  stores.  It  also  owns  a  real  estate 
subsidiary,  Alstores  Realty  Corporation,  a  dis¬ 
cussion  of  which  appears  on  page  12  of  this 
report,  which  together  with  its  subsidiaries 
owns  a  substantial  percentage  of  the  prop¬ 
erties  occupied  by  the  Company’s  stores. 

The  principal  lines  of  merchandise  carried 
in  the  stores  are  women’s,  men’s  and  children’s 
clothing  and  accessories,  and  general  articles 
for  home  needs.  Most  of  the  larger  stores  op¬ 
erate  basement  divisions  appealing  to  the  lower 
income  groups  of  consumers.  In  general,  the 
stores  endeavor  to  satisfy  most  of  the  usual 
general  merchandise  needs  of  consumers  from 
the  lower  income  groups  up  to  and  including 
those  of  the  families  of  the  professional  and 
business  man.  All  of  the  stores  operated  by  the 
Company  occupy  well  equipped  buildings  in 
desirable  retail  localities. 


diversification 

Of  the  84  stores  operated  by  the  Company, 
36  are  complete  department  stores,  12  are 
major  branch  stores,  34  are  junior  department 
stores  and  2  are  specialty  stores.  The  84  stores 
are  located  in  25  states  which  are  spread  over 
a  rectangular  area,  the  four  corners  of  which 
are  Boston,  Massachusetts;  Seattle,  Washing¬ 
ton;  San  Diego,  California;  and  Miami, 
Florida.  The  stores  are  well  diversified  by 
geographical  location  and  also  by  size  of  store. 
The  sixteen  largest  stores  of  the  Company 
account  for  approximately  sixty  percent  of  the 
total  sales  of  the  Company.  A  map  on  page 
22  shows  the  distribution  of  the  Company’s 
business  by  geographical  regions  in  comparison 
with  the  population  and  consumer  income  of 
the  regions.  These  factors  are  expressed  in 
terms  of  percentages  of  national  totals.  The 
Company’s  business  is  concentrated  in  the 
Middle  East,  Central  and  New  England  sec¬ 
tions,  all  of  which  have  higher-than-average 
incomes  per  capita  as  compared  to  the  nation’s 
total  population. 
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NATIONAL  DISTRIBUTION  OF  ALLIED  STORES’  SALES 

Compared  with  U.  S.  Population  and  Income 
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AREA 

U.  S.  POPULATION 
%  TO  TOTAL 

U.  S.  INCOME 
%  TO  TOTAL 

ALLIED  SALES 
%  TO  TOTAL 

New  England 

6% 

7% 

18% 

Middle  East 

26 

28 

27 

Southeast 

14 

9 

10 

Central 

28 

30 

23 

Southwest 

10 

8 

10 

West 

4 

4 

1 

Far  West 

12 

14 

11 

TOTAL 

100% 

100% 

100% 

★  Buying  offices 
Each  symbol  represents  2% 


principles  of  operation 

Each  store,  with  its  branches,  is  operated 
separately  under  the  immediate  supervision  of 
the  local  management.  Allied  maintains  an 
over-all  control  with  respect  to  all  of  the  stores 
and  works  with  the  management  of  each  par¬ 
ticular  store  in  the  formulation  of  policies. 
The  Company  operates,  through  two  subsidi¬ 
aries,  domestic  buying  offices  in  New  York, 
Miami,  Chicago  and  Los  Angeles  and  foreign 
buying  offices  in  London,  Paris,  Brussels, 
Frankfurt,  Vienna,  Florence  and  Tokyo.  A 
specialized  staff  is  maintained  in  the  central 
office  in  New  York  City  providing  services 
for  all  of  the  stores  in  taxes,  insurance,  account¬ 
ing  systems  and  methods,  consumers’  credit, 
statistical  analyses  and  forecasting,  personnel, 
supply  purchasing,  plant  maintenance  and  im¬ 
provement,  store  planning,  display,  sales  pro¬ 
motion,  and  general  research  on  merchandis¬ 
ing  and  store  operating  problems. 

The  Company’s  activities  form  a  part  of 
one  of  the  most  fundamental  of  all  industries 
—  that  of  distributing  merchandise  to  the  con¬ 
sumer.  Laboratory  discoveries,  inventions, 
technological  improvements,  mass  changes  in 
customs  or  habits,  and  the  dictates  of  fashion 
present  no  hazards  but  rather  offer  opportuni¬ 
ties  to  the  alert  retailer. 

While  distribution  to  consumers  is  a  funda¬ 
mental  industry,  it  is  also  a  highly  competitive 
one.  Identical  or  similar  merchandise  is  gener¬ 
ally  available  to  competitors  at  approximately 
the  same  cost  price.  Usually,  cost  prices  are 
established  by  the  manufacturer  and  retail 
prices  by  competitors.  There  are  no  effective 
patents,  trademarks,  or  copyrights  that  assure 
profits  or  cushion  losses  for  the  retailer.  Buying 
and  selling  are  each  done  in  open  competitive 


markets  which  means  on  a  basis  at  which  the 
measure  of  success  is  determined  by  the  degree 
of  efficiency  and  effectiveness. 

person  nel 

The  Company  regularly  employs  about 
3 1 ,000  people,  with  peak  seasonal  employment 
in  excess  of  36,000  people.  Of  the  Company’s 
over  two  thousand  executives,  one-sixth  are 
under  thirty  years  of  age  and  more  than  fifty 
percent  are  under  forty.  Over  one-third  of  the 
Company’s  executives  are  women  —  a  recog¬ 
nition  of  the  fact  that  a  vast  majority  of  the 
Company’s  customers  are  women. 

Each  year  approximately  six  hundred  can¬ 
didates  are  recruited  from  within  the  stores 
and  from  colleges  for  a  formal  program  of 
education  and  training.  The  program  provides 
for  periods  of  classroom  study  and  discussion, 
alternating  with  work  assignments.  The  work 
assignments  are  arranged  so  that  within  a  year 
the  candidate  will  have  worked  for  a  brief 
period  in  every  important  activity  or  division 
of  a  department  store.  At  the  completion  of 
the  program  the  successful  candidates  are  usu¬ 
ally  given  junior  executive  positions. 

It  is  the  policy  of  the  Company  to  fill  execu¬ 
tive  positions  from  within  the  Company  when¬ 
ever  possible.  Eighty-five  percent  of  the  over 
two  thousand  executives  of  the  Company  at¬ 
tained  their  present  positions  by  promotion 
from  within  the  Company.  Seventy-six  of 
the  chief  executives  of  the  Company’s  eighty- 
four  stores  have  been  promoted  to  their  posi¬ 
tions,  while  eight  held  their  positions  at  the 
time  the  store  was  acquired  by  the  Company. 
The  wide  diversity  in  size  of  the  Company’s 
stores  permits  advancement  to  great  heights 
within  the  Company. 
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ACCOUNTANTS’  REPORT 


BOSTON 

CHICAGO 


MILWAUKEE 
MINNEAPOLIS 
NEW  YORK 
PITTSBURGH 
PORTLAND  (ORE.) 
ROCHESTER  (N  Y.) 
ST.  LOUIS 
SAN  FRANCISCO 
SEATTLE 

WASHINGTON,  D.C. 


TOUCHE.  NIVEN.  BAILEY  &  SMART 


CLEVELAND 


ACCOUNTANTS  AND  AUDITORS 


DALLAS 

DAYTON 

DETROIT 


GRAND  RAPIDS 
HOUSTON 
KANSAS  CITY 
LOS  ANGELES 
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CORRESPONDENTS  IN 
CANADA,  GREAT  BRITAIN 
AND  OTHER  FOREIGN  COUNTRIES 


NEW  YORK  7.  N.  Y 


April  23,  1957 


Board  of  Directors, 

Allied  Stores  Corporation, 

New  York,  New  York. 

We  have  examined  the  statement  of  financial  position  of  Allied  Stores 
Corporation  and  subsidiaries  consolidated  as  of  January  31,  1957  and  1956,  and 
the  related  statements  of  earnings  and  common  stockholders’  equity  for  the  years 
then  ended.  Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  statements  of  financial  position,  earnings, 
and  common  stockholders’  equity  present  fairly  the  consolidated  financial  position 
of  Allied  Stores  Corporation  and  subsidiaries  consolidated  at  January  31, 
1957  and  1956,  and  the  consolidated  results  of  their  operations  for  the  years  then 
ended,  in  conformity  with  generally  accepted  accounting  principles  consistently 
applied. 
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ALLIED  STORES  CORPORATION 


AND  SUBSIDIARIES  CONSOLIDATED 


comparative  statement  of  earnings  for  the  fiscal  years  ended  January  31 

1957  1956 

Net  sales  (including  leased  departments) . $615,772,758  $581,900,823 

Cost  of  goods  sold .  407,443,439  384,392,303 

Gross  margin . $208,329,319  $197,508,520 

Operating  expenses: 

Administrative,  buying,  occupancy,  publicity,  general  and 
selling  expenses,  including  provision  for  estimated  losses 
on  collections  (less  carrying  charges  to  customers  on 

accounts  and  notes  receivable) . $155,195,374  $145,859,798 

Rent  (including  $6,203,977  for  1957  and  $5,527,311  for 

1956  to  Alstores  Realty  Corporation) .  14,096,336  12,887,341 

Provision  for  depreciation  and  amortization .  5,507,079  4,883,045 

Maintenance  and  repairs .  3,589,041  3,407,591 

$178,387,830  $167,037,775 

Operating  earnings . $  29,941,489  $  30,470,745 

Deductions  from  earnings  —  net: 

Interest  paid . $  1,587,917  $  1,379,735 

Non-operating  deductions  (including  minority  interest  in 

net  profit  of  Stern  Brothers ) .  377 ,455  271,318 

$  1,965,372  $  1,651,053 

Less  non-operating  income  (including  interest  of  $220,400 
for  1957  and  $293,647  for  1956  from  Alstores  Realty 

Corporation) .  486,440  352,411 

$  1,478,932  $  1,298,642 

Earnings  before  federal  income  taxes  .  $  28,462,557  $  29,172,103 

Provision  for  federal  income  taxes .  14,200,000  15,200,000 

Consolidated  net  earnings  for  the  year  $  14,262,557  $  13,972,103 

See  notes  to  financial  statements. 
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ALLIED  STORES  CORPORATION  ANI)  SUBSIDIARIES 

comparative  statement  of  financial  position 


January  31 


1957 

1956 

Current  Assets : 

Cash . 

$  21,810,805 

$  15,304,995 

Accounts  and  notes  receivable  —  customers  (Schedule  1 )  .  .  . 

78,548,943 

95,554,949 

Accounts  receivable  —  suppliers  and  miscellaneous . 

7,276,154 

6,363,551 

Merchandise  inventories  (Note  A) . 

94,743,644 

88,192,821 

Prepaid  rent,  taxes,  insurance,  supplies,  and  other  expenses  .  . 

5,757,601 

4,757,327 

Total  current  assets . 

$208,137,147 

$210,173,643 

Current  Liabilities: 

Accounts  payable . 

$  26,101,172 

$  25,958,055 

Accrued  accounts . 

9,844,117 

9,829,519 

Taxes  (other  than  federal  income  taxes) . 

7,126,570 

6,752,783 

Federal  income  taxes . 

16,286,610 

18,175,625 

Total  current  liabilities . 

$  59,358,469 

$  60,715,982 

WORKING  CAPITAL . 

$148,778,678 

$149,457,661 

Investments ,  Insurance  Deposits ,  and  Miscellaneous  Assets  .... 

3,018,388 

3,219,429 

Investment  in  and  Advances  to  Alstores  Realty  Corporation 

(100%  owned)  —  See  statements  attached . 

10,180,500 

2,773,735 

Less  excess  of  sales  price  over  former  carrying  value  of  properties 

transferred  to  Alstores  Realty  Corporation . 

461,393 

480,136 

$  9,719,107 

$  2,293,599 

Property  and  Equipment  (Schedule  2) . 

$  62,096,062 

$  51,353,166 

Unamortized  Long-Term  Debt  Expense . 

379,490 

127,371 

Goodwill  and  Other  Intangible  Assets . 

1 

1 

WORKING  CAPITAL  AND  OTHER  ASSETS 

$223,991,726 

$206,451,227 

Long-Term  Debt  (Note  B)  (Schedule  3) . 

$  50,300,000 

$  37,750,000 

Minority  Interest  in  Stern  Brothers . 

129,452 

126,852 

$  50,429,452 

$  37,876,852 

NET  ASSETS . 

$173,562,274 

$168,574,375 

See  notes 
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CONSOLIDATED 


January  31 


Stockholders ’  Equity: 

Cumulative  preferred  stock  (Note  C),  par  value  $100  per  share: 
Authorized  —  375,989  shares  for  1957  and  382,135  shares  for 
1956 

Issued : 

4%  Series  —  206,733  shares  for  1957  and  211,879  shares 
for  1956,  less  2,676  shares  for  1957  and  22  shares  for  1956 
held  in  treasury . 

1957 

$  20,405,700 

1956 

$  21,185,700 

4%  Second  Series  —  44,000  shares  for  1957  and  45,000 
shares  for  1956  . 

4,400,000 

4,500,000 

Common  stockholders’  equity,  see  following  page . 

$  24,805,700 
148,756,574 

$  25,685,700 
142,888,675 

TOTAL  STOCKHOLDERS’  EQUITY  .  .  . 

$173,562,274 

$168,574,375 

►  schedules 

1.  Accounts  and  Notes  Receivable  —  Customers: 

Regular  accounts . 

$  50,252,639 

$  50,331,609 

Instalment  accounts  and  notes . 

9,518,292 

18,781,640 

Equity  in  instalment  accounts  ($32,437,696  for  1957  and  $28,407,155  for  1956) 
sold . 

3,892,523 

3,408,859 

Revolving  credit  accounts . 

19,312,249 

29,185,683 

Equity  in  revolving  credit  accounts  ($16,181,839)  sold . 

1,941,821 

— 

Less  allowances  for  losses  on  collection  and  for  deferred  carrying  charges  .  . 

$  84,917,524 
6,368,581 

$101,707,791 

6,152,842 

2.  Property  and  Equipment,  at  Cost: 

Land . 

$  78,548,943 

$  2,294,395 

$  95,554,949 

$  2,236,678 

Buildings  and  equipment  on  owned  properties,  less  accumulated  depreciation 
of  $253,796  for  1957  and  $214,582  for  1956  . 

1,840,329 

286,401 

Buildings  and  improvements  on  leased  properties,  less  accumulated  amortiza¬ 
tion  of  $6,344,531  for  1957  and  $5,824,375  for  1956  . 

14,787,413 

14,507,467 

Store  fixtures  and  equipment,  less  accumulated  depreciation  of  $21,417,757 
for  1957  and  $19,374,516  for  1956  . 

37,468,844 

29,818,047 

Improvements  in  progress . 

5,705,081 

4,504,573 

3.  Long-Term  Debt  (Note  B) : 

4 34%  sinking  fund  debentures,  due  November  1,  1976  . 

$  62,096,062 

$  15,000,000 

$  51,353,166 

$  - 

3 promissory  notes,  final  maturity  1967  . 

18,000,000 

19,000,000 

3%%  promissory  notes,  final  maturity  1971 . 

12,300,000 

12,750,000 

2J4%  to  3%  promissory  note,  final  maturity  1962  . 

5,000,000 

6,000,000 

to  financial  statements. 

$  50,300,000 

$  37,750,000 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


comparative  statement  of  common  stockholders ’  equity 
for  the  fiscal  years  ended  January  31 

1957  1956 

Common  Stock: 

Amount  of  capital  fixed  by  the  Board  of  Directors  at  $1.00 


per  share : 

Authorized  —  4,000,000  shares  (Note  D) 

Issued  and  outstanding  —  2,622,509  shares  for  1957 


and  2,612,009  shares  for  1956  (Note  D)  .  .  .  . 

Additional  amounts  received  for  shares  issued  in  excess  of  $1.00 
per  share,  and  discounts  on  repurchase  of  preferred  stock : 

$  2,622,509 

$  2,612,009 

Amount  at  beginning  of  vear . 

Additions  in  connection  with  shares  issued  during  the  year: 

$  49,391,193 

$  29,329,505 

300,000  shares  sold  to  underwriters . 

70,000  shares  issued  for  acquisition  of  capital  stock  of 

15,310,470 

Cain-Sloan  Company . 

10,500  shares  for  1957  and  25,300  shares  for  1956  issued 

' 

3,780,442 

under  stock  option  plan  (Note  D) . 

Discount  on  repurchase  of  7,800  shares  for  1957  and  5,100 
shares  for  1956  of  cumulative  preferred  stock,  4%  Series, 

394,800 

953,090 

during  the  vear . 

78,372 

17,686 

Amount  at  end  of  year . 

Earnings  retained  for  use  in  the  business  since  June  1,  1935: 

$  49,864,365 

$  49,391,193 

Amount  at  beginning  of  year . 

$  90,885,473 

$  85,577,750 

Add  consolidated  net  earnings  for  year . 

14,262,557 

13,972,103 

Deduct  cash  dividends: 

On  cumulative  preferred  stock  — 

$105,148,030 

$  99,549,853 

four  quarterly  dividends  of  $  1 .00  per  share  .... 

On  common  stock  — 

$  1,017,028 

$  1,015,628 

four  quarterly  dividends  of  $.75  per  share . 

7,861,302 

7,648,752 

Amount  at  end  of  year,  of  which  $70,865,156  is  restricted  at 
January  31,  1957  by  provisions  of  the  long-term  debt 
agreements  from  the  payment  of  dividends  on  common 

$  8,878,330 

$  8,664,380 

stock . 

$  96,269,700 

$  90,885,473 

Total  common  stockholders'  equity . 

See  notes  to  financial  statements. 

$148,756,574 

$142,888,675 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


notes  to  financial  statements 


The  consolidated  statements  include  all  subsidiaries  except  Alstores  Realty  Corporation  (100%  owned)  and  its 

subsidiaries,  for  which  separate  statements  are  submitted. 

(A)  The  amounts  for  inventories  of  merchandise  on  hand  are  generally  stated  on  the  basis  of  cost  or  market, 
whichever  is  lower,  as  determined  by  the  retail  inventory  method,  net  of  discounts,  using,  as  to  certain 
inventories,  the  last-in,  first-out  ( lifo )  method  based  on  published  indexes  of  price  changes  since  the  dates 
on  which  the  method  was  adopted,  principally  January  31,  1941.  Inventories  are  stated  at  $6,444,170 
in  1957,  and  $5,533,499  in  1956,  less  than  if  the  last-in,  first-out  principle  had  not  been  followed. 

(B)  Under  the  terms  of  the  Indenture  under  which  the  4^4%  Sinking  Fund  Debentures  were  issued,  the 
Corporation  is  obligated  to  retire,  at  par,  on  November  1,  1961  and  each  year  thereafter,  $750,000 
principal  amount  of  Debentures.  At  its  option,  the  Corporation  may  also  retire,  at  par,  an  additional 
$750,000  principal  amount,  each  year  beginning  in  1961.  In  addition,  on  or  after  November  1,  1961,  the 
Corporation  may  redeem  all  or  any  part  of  the  Debentures,  at  par  plus  a  premium  of  5%,  declining  ?4% 
annually  thereafter. 

Under  the  terms  of  the  3*4%  and  3*4%  promissory  notes,  the  Corporation  is  obligated  to  make  annual 
prepayments  on  February  1  of  each  year  in  the  amount  of  $1,450,000  in  1958  and  1959;  $1,600,000  in  1960; 
$1,850,000  from  1961  to  1963;  $2,000,000  in  1964;  $2,250,000  from  1965  to  1967;  and  $900,000  from  1968 
to  1970.  In  addition,  the  final  maturities  are  $5,500,000  in  1967  and  $3,300,000  in  1971. 

The  $5,000,000  note  outstanding  at  January  31,  1957  matures  $1,000,000  per  annum  from  February  1,  1958 
to  February  1,  1962.  The  interest  rate  is  not  less  than  2*4%  nor  more  than  3%. 

C)  Under  the  terms  of  the  Certificate  of  Incorporation,  the  Corporation  is  obligated  on  or  before  December  31 
of  each  year  to  acquire  for  retirement  5,146  shares  of  cumulative  preferred  stock,  4%  Series  and,  until 
1971,  1,000  shares  of  cumulative  preferred  stock,  4%  Second  Series,  at  the  sinking  fund  redemption  price 
of  $100  per  share  and  accrued  dividends,  or  by  purchase  not  exceeding  such  redemption  price.  Commencing 
in  1971,  the  Corporation  is  obligated  to  retire  6,000  shares  per  annum  of  the  Second  Series  until  such  series 
is  fully  retired.  As  of  January  31,  1957,  the  Corporation  has  complied  with  the  retirement  provisions  of 
both  series  and  is  holding  in  treasury  2,676  shares  of  the  4%  Series  for  future  requirements. 

The  4%  Series  of  cumulative  preferred  stock  may  be  redeemed  in  whole  or  in  part,  at  $100  per  share  and 
accrued  dividends.  The  Second  Series  may  be  redeemed  in  whole  or  in  part,  at  any  time,  up  to  December 
31,  1957,  at  $101  per  share  plus  accrued  dividends,  and  at  $100  per  share  plus  accrued  dividends  thereafter. 
In  the  event  of  voluntary  liquidation,  the  holders  of  both  series  of  such  stock  are  entitled  to  the  current 
redemption  price,  other  than  for  sinking  fund  requirements,  and  in  the  event  of  involuntary  liquidation 
to  $100  per  share  and  accrued  dividends. 

(D)  Of  the  103,875  shares  of  common  stock  reserved  at  January  31,  1956  for  issuance  to  officers  and  employees 
under  a  stock  option  plan  approved  by  the  stockholders  on  June  19,  1951,  93,375  such  shares  remained  at 
January  31,  1957,  options  to  purchase  10,500  shares  at  $38.60  per  share  having  been  exercised  during  the 
year.  As  a  result,  at  January  31,  1957,  sixteen  officers  and  employees  had  options  expiring  July  24,  1958 
for  33,125  shares  at  a  price  of  $38.60  per  share  and  options  expiring  September  28,  1961  for  11,250  shares 
at  a  price  of  $45.84  per  share. 

(E)  At  January  31,  1957,  the  Corporation  and  its  consolidated  subsidiaries  were  lessees  under  202  leases  having 
terms  of  more  than  three  years  from  that  date.  The  rentals  under  these  leases  for  the  year  ending  January 
31,  1958  amount  to  a  minimum  of  $11,519,133  (of  which  $6,169,970  is  payable  to  Alstores  Realty  Corpora¬ 
tion  and  subsidiaries),  plus  in  most  cases,  real  estate  taxes  and  other  expenses  and,  in  certain  instances, 
increased  amounts  based  on  percentages  of  sales.  All  long-term  leases  which  have  annual  rentals  in  excess 
of  $100,000  each  expire  between  1969  and  2004,  except  for  one  expiring  in  2027. 
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ALSTORES  REALTY  CORPORATION 
ANI)  SUBSIDIARIES 


comparative  balance  sheet 


ASSETS 


Cash . 

Accounts  receivable,  prepaid  expenses,  and  other  assets 
Property  and  equipment,  at  cost  (Note  A)  .... 
Unamortized  expenses  of  long-term  debt  and  leases 


LIABILITIES 

Accounts  payable  and  accrued  interest  and  taxes  (other  than  federal  income 
taxes)  . 

Federal  income  taxes . 

Long-term  debt  (including  $3,477,128  for  1957  and  $2,842,480  for  1956  due 

within  one  year)  (Notes  A  and  B) . 

Advances  from  Allied  Stores  Corporation  and  subsidiaries . 

Stockholder’s  equity: 

Capital  stock  —  par  value  $100  per  share: 

Authorized  and  issued,  10,000  shares . 

Additional  amount  paid  in  —  donation  of  land  by  Allied  Stores  Corporadon 
Earnings  retained  for  use  in  the  business . 


January  31 


1957 

$  250,895 

477,759 
105,156,975 
695,189 
$106,580,818 


$  1,522,850 

324,327 

92,330,905 

8,477,185 


1,000,000 
703,315 
2,222,236 
$  3,925,551 
$106,580,818 


1956 

$  282,052 

398,040 
95,670,911 
629,500 
$  96,980,503 


$  525,672 

240,996 

91,591,915 

1,070,420 


1,000,000 
703,315 
1,848,185 
$  3,551,500 
$  96,980,503 


comparative  statement  of  earnings 


for  the  fiscal  years  ended  January  31 

Rental  income  (including  $6,203,977  for  1957  and  $5,527,311  for  1956  from 
affiliated  companies) . 

Deduct: 

Provision  for  depreciadon  and  amortization . 

Interest  (including  $220,400  for  1957  and  $293,647  for  1956  to  Allied  Stores 
Corporation  and  after  capitalizing  $111,540  in  1957  for  interest  during 
construction) . 

Rent . 

Other  expenses . 

Earnings  before  federal  income  taxes . 

Provision  for  federal  income  taxes . 

Consolidated  net  earnings  for  year . 

Earnings  retained  for  use  in  the  business  at  beginning  of  year . 

Earnings  retained  for  use  in  the  business  at  end  of  year  . 

See  notes  to  financial  statements. 


1957 

1956 

$7,431,928 

$6,711,809 

$2,228,649 

$2,070,697 

3,840,817 

3,481,797 

61,000 

61,000 

607,411 

600,673 

$6,737,877 

$6,214,167 

$  694,051 

$  497,642 

320,000 

232,000 

$  374,051 

$  265,642 

1,848,185 

1,582,543 

$2,222,236 

$1,848,185 
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ALSTORES  REALTY  CORPORATION 
ANI)  SUBSIDIARIES 


notes  to  financial  statements 


(A)  Property  and  equipment  consist  of: 

Land . 

Buildings  and  equipment  on  owned  properties,  less  accumulated  deprecia¬ 
tion  of  $8,011,054  for  1957  and  $6,476,887  for  1956  . 

Buildings  and  improvements  on  leased  properties,  less  accumulated  amort¬ 
ization  of  $3,187,250  for  1957  and  $2,680,688  for  1956  . 

Store  fixtures  and  equipment,  less  accumulated  depreciation  of  $728,766 

for  1957  and  $579,836  for  1956  . 

Construction  in  progress . 


1957 

$  25,207,638 

51,793,577 

17,893,436 

1,087,470 

9,174,854 

$105,156,975 


1956 

$  23,164,594 

50,663,960 

18,381,375 

1,224,074 
2,236,908 
$  95,670,911 


Substantially  all  of  the  property  and  equipment  is  under  long-term  leases  to  Allied  Stores  Corporation 
or  to  its  consolidated  subsidiaries  guaranteed  by  Allied  Stores  Corporation.  Such  leases  applicable  to 
mortgaged  property  are  pledged  as  collateral  for  the  indebtedness. 

(B)  Long-term  debt  consists  of:  $9,786,000  first  mortgage  bonds,  3l/n%  not  assumed  ($10,092,000  for  1956); 
$80,992,988  first  mortgage  bonds,  3 /2%  to  4/2%  ($80,363,207  for  1956);  and  $1,551,917  notes  payable  to 
banks  ($1,136,708  for  1956). 

This  debt  matures:  $1,667,786  in  the  year  ended  January  31,  1958,  $4,774,267  in  the  year  ended 
January  31,  1962  and  the  balance  1968  to  1984.  In  addition,  sinking  fund  requirements  for  the  next  five 
years  are  as  follows:  year  ended  January  31,  1958  —  $1,809,342;  1959  —  $1,942,211;  1960  $2,018,699; 

1%1  —$2,100,899;  1962  —  $2,124,874.  Long-term  debt  of  $68,390,905  contains  provisions  for  prepayment 
at  the  Corporation’s  option  in  whole  or  in  part  with  a  premium,  varying  up  to  4%,  or,  under  certain 
circumstances,  without  premium. 

(C)  At  January  31,  1957,  the  Corporation  and  its  subsidiaries  were  lessees  under  five  leases  expiring  2001  to 
2053  with  minimum  rentals  of  $59,800  to  the  year  2000,  and  decreasing  amounts  thereafter  (and  after 
1957  certain  contingent  amounts  for  one  lease),  plus  real  estate  taxes  and  other  expenses.  The  Corporation 
was  also  lessee  under  22  underlying  leases,  maturing  from  1963  to  2048  with  aggregate  rentals  of  $487,510, 
which  are  paid  directly  by  the  tenants,  Allied  Stores  Corporation  or  its  consolidated  subsidiaries. 


accountants 9  report 

April  23,  1957 

Board  of  Directors, 

Alstores  Realty  Corporation, 

New  York,  New  York. 

We  have  examined  the  balance  sheet  of  Alstores  Realty  Corporation  and  subsidiaries  as  of  January  31,  1957 
and  1956,  and  the  related  statement  of  earnings  for  the  years  then  ended.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  balance  sheet  and  statement  of  earnings  present  fairly  the  consolidated 
financial  position  of  Alstores  Realty  Corporation  and  subsidiaries  at  January  31,  1957  and  1956,  and  the 
consolidated  results  of  their  operations  for  the  years  then  ended,  in  conformity  with  generally  accepted  account- 
ing  principles  consistently  applied.  ^ 
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TEN  YEAR  FINANCIAL  POSITIONS 


1957  1956  1955 

Allied  Stores  Corporation  and  Subsidiaries  Consolidated 

Current  assets . $208,137  $210,174  $183,760 

Current  liabilities .  59,358  60,716  53,165 

Working  capital . 

Investment  in  and  advances  to  Alstores  Realty  Corporation 
(not  consolidated) . 

Property  and  equipment  (net)  .  . . 

Other  assets . 

148,779  149,458  130,595 

9,719  2,294  4,945 

62,096  51,353  44,406 

3,398  3,346  2,846 

Working  capital  and  other  assets . 

Long-term  debt . 

Minoritv  interest . 

223,992  206,451  182,792 

50,300  37,750  39,950 

130  127  122 

Net  assets . 

173,562  168,574  142,720 

Represented  by: 

Preferred  Stock  —  $  1 00  per  share . 

Common  Stock  —  stated  at  $  1  per  share . 

Surplus . 

24,806  25,685  25,596 

2,622  2,612  2,217 

146,134  140,277  114,907 

Alstores  Realty  Corporation  and  Subsidiaries 

Property  and  equipment  (net) . 

Other  assets . 

105,157  95,671  88,705 

1,424  1,310  1,116 

Total  assets . 

106,581  96,981  89,821 

Long-term  debt . 

Other  liabilities . 

Advances  from  Allied  Stores  Corporation . 

92,331  91,592  81,652 

1,847  767  1,142 

8,477  1,070  4,444 

Total  liabilities . 

102,655  93,429  .  87,238 

Stockholder’s  equity . 

3,926  3,552  2,583 
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—  FISCAL  YEARS  ENDED  JANUARY  31 

(in  thousands  of  dollars) 


1954 

1953 

1952 

1951 

1950 

1949 

1948 

$172,733 

$173,900 

$160,874 

$152,573 

$128,554 

$123,375 

$119,911 

49,763 

51,507 

45,354 

48,678 

36,986 

38,177 

38,809 

122,970 

122,393 

115,520 

103,895 

91,568 

85,198 

81,102 

7,745 

5,353 

8,918 

6,644 

5,886 

2,270 

758 

43,603 

39,317 

40,931 

40,438 

34,708 

37,989 

32,885 

2,517 

2,240 

2,197 

1,489 

1,628 

1,765 

2,691 

176,835 

169,303 

167,566 

152,466 

133,790 

127,222 

117,436 

39,900 

37,600 

39,800 

29,750 

23,500 

24,250 

25,000 

128 

126 

128 

— 

— 

— 

— 

136,807 

131,577 

127,638 

122,716 

110,290 

102,972 

92,436 

26,096 

25,123 

25,743 

25,607 

20,971 

18,790 

18,840 

2,196 

2,196 

2,196 

2,108 

2,108 

2,108 

2,074 

108,515 

104,258 

99,699 

95,001 

87,211 

82,074 

71,522 

80,897 

78,008 

69,279 

46,690 

35,679 

12,826 

3,256 

986 

1,036 

879 

1,055 

2,230 

177 

125 

81,883 

79,044 

70,158 

47,745 

37,909 

13,003 

3,381 

71,320 

71,606 

59,573 

39,704 

30,436 

10,553 

2,500 

1,322 

943 

784 

719 

952 

156 

114 

7,262 

4,889 

8,473 

6,218 

5,478 

2,020 

508 

79,904 

77,438 

68,830 

46,641 

36,866 

12,729 

3,122 

1,979 

1,606 

1,328 

1,104 

1,043 

274 

259 

TEN  YEAR  OPERATING  RESULTS 


1957 

1956 

1955 

RESULTS  FOR  YEAR 

Net  sales . 

$615,773 

$581,901 

$543,984 

Gross  margin . 

208,329 

197,508 

183,825 

Operating  expenses . 

178,388 

167,038 

154,815 

Earnings  before  federal  income  taxes . 

28,462 

29,172 

27,331 

Consolidated  net  earnings . 

14,262 

13,972 

13,231 

Earnings  of  Alstores  Realty  Corporation 

not  included  above . 

374 

266 

250 

Wages  and  salaries . 

103,832 

96,231 

89,228 

Taxes  —  federal,  state  and  local . 

25,023 

25,348 

23,647 

Rents . 

14,096 

12,887 

12,271 

Depreciation . 

5,507 

4,883 

4,466 

Interest . 

1,588 

1,380 

1,544 

Dividends  —  Preferred  Stock . 

1,017 

1,015 

1,035 

—  Common  Stock . 

7,861 

7,649 

6,605 

Retained  earnings . 

5,384 

5,308 

5,591 

PER  SHARE  OF  COMMON  STOCK 

Earnings . 

5.05 

5.09 

5.50 

Dividends . 

3.00 

3.00 

3.00 

Common  stockholders’  equity . 

56.72 

54.70 

52.84 

OTHER  STATISTICS 

Number  of  stores . 

Number  of  employees . 

QA 

84 

31,000 

79 

29,600 

75 

28,900 

—  FISCAL  YEARS  ENDED  JANUARY  31 


(in  thousands  of  dollars) 


1954 

1953 

1952 

1951 

1950 

1949 

1948 

$515,830 

$501,841 

$476,693 

$439,909 

$407,838 

$419,228 

$392,199 

172,217 

166,593 

152,671 

146,869 

131,307 

134,922 

120,136 

146,426 

140,338 

134,864 

119,609 

111,002 

108,456 

99,311 

24,259 

25,337 

16,858 

26,669 

19,627 

25,405 

20,797 

11,809 

12,137 

8,258 

14,944 

12,227 

15,805 

13,623 

373 

278 

224 

61 

19 

15 

9 

83,906 

80,044 

76,099 

68,958 

63,168 

61,904 

55,706 

21,404 

21,837 

16,661 

19,020 

13,416 

14,937 

12,222 

11,971 

11,355 

10,401 

9,636 

8,506 

8,272 

7,610 

4,209 

4,079 

3,775 

3,358 

3,192 

2,685 

1,831 

1,370 

1,390 

1,491 

1,114 

905 

879 

144 

996 

1,024 

1,021 

836 

800 

752 

776 

6,588 

6,588 

6,521 

6,323 

6,324 

6,273 

6,196 

4,225 

4,525 

716 

7,785 

5,103 

8,780 

6,651 

(in  dollars) 

4.92 

5.06 

3.31 

6.69 

5.42 

7.14 

6.20 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

50.42 

48.48 

46.40 

46.07 

42.37 

39.94 

35.49 

73 

72 

71 

73 

73 

79 

75 

^4 

00 

o 

o 

27,100 

27,200 

25,500 

25,200 

26,200 

25,400 

35 


POLSKY’S 
JORDAN  MARSH 
READ’S 
ROLLMAN’S 
STERLING-LINDNER-DAVIS 
MOREHOUSE-FASHION 
TITCHE-GOETTINGER 
LAUBACH’S 
BON  MARCHE 

HERPOLSHEIMER’S 
PARIS  OF  MONTANA 
MEYER’S 
ROBINSON-SCHWENN 
JOSKE’S  OF  HOUSTON 
FIELD’S 
KENNINGTON’S 
GERTZ 
PECK’S 


i 

Akron  and  Canton,  Ohio 

Boston,  Framingham  and  Malden,  Mass. 

Bridgeport,  Conn. 

Cincinnati  and  Swifton,  Ohio 
Cleveland,  Ohio 
Columbus,  Ohio 
Dallas,  T exas 
Easton,  Pa. 

Eugene,  Ore. 

Grand  Rapids,  Mich. 

Great  Falls,  Mont. 

Greensboro,  N.  C. 

Hamilton,  Ohio 

Houston  and  Gulf  gate,  Texas 

Jackson,  Mich. 

Jackson,  Miss. 

Jamaica,  Flushing  and  Hicksville,  N.  Y. 

Kansas  City,  Mo. 


MULLER’S 
BON  TON 
BON  MARCHE 
BON  MARCHE 
GUGGENHEIMER’S 
JORDAN  MARSH  — MIAMI 
JOHN  ROSS 
DONALDSON’S 

CAIN-SLOAN 

HARDY-HERPOLSHEIMER 


Lake  Charles,  La. 

Lebanon,  Pa. 

Longview,  Wash. 

Lowell,  Mass. 

Lynchburg,  Va. 

Miami,  Fla. 

Middletown,  Ohio 

Minneapolis,  Rochester  and  Southdale,  Minn., 
and  Rapid  City,  South  Dakota 
Nashville,  Tenn. 

Muskegon,  Mich. 


STERN’S  (98%  owned) 
QUACKENBUSH 
WAITE’S 
JOSKE’S  OF  TEXAS 
JORDAN  MARSH 
LEVY’S  OF  SAVANNAH 
BON  MARCHE 
BON  MARCHE-PALACE 
HEER’S 

WREN’S 
GOLDEN  RULE 
DEY  BROTHERS 
MAAS  BROTHERS 
BLACK’S 
BON  MARCHE 
POMEROY’S 
TROUTMAN’S 

ANDERSON’S 


New  York  and  Great  Neck,  N.  Y. 

Paterson,  N.  J. 

Pontiac,  Mich. 

San  Antonio,  Texas 
San  Diego,  Calif. 

Savannah,  Ga. 

Seattle,  Northgate,  Everett  and  Tacoma,  Wash. 

Spokane,  Wash. 

Springfield,  Mo. 

Springfield,  Ohio 
St.  Paul,  Minn. 

Syracuse,  N.  Y. 

Tampa,  St.  Petersburg,  Lakeland  and  Sarasota,  Fla. 

Waterloo,  Iowa 
Yakima,  Wash. 

Reading,  Harrisburg,  Wilkes-Barre,  Pottsville  and  Levittown,  Pa.  J 

Greensburg,  Butler,  Dubois,  Indiana,  Connellsville,  Latrobe, 

New  Castle  and  Warren,  Pa. 

Boise,  Idaho 


(Operates  stores  in  five  cities  in  Idaho,  one  city  in  Oregon, 
two  cities  in  Washington,  two  cities  in  Utah) 


Buying  Office  Subsidiaries 
ALLIED  PURCHASING  CORPORATION 
METASCO,  INC. 


New  York  —  Miami  —  Chicago  —  Los  Angeles 
New  York  —  London  —  Paris  —  Brussels  —  Frankfurt  — 
Vienna  —  Florence  —  T  okyo 
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STOKES  on  NEI)  KY  ALLIED  STORES  CORPORATION 


